One of the biggest obstacles facing wine producers today is attracting entry level drinkers. This category is important for two reasons: First, as today's core wine drinkers, the baby boom generation, ages, total wine consumption will fall. Also, the 21-30 year old age group is the fastest growing population group in the U.S. Entry level drinkers, 21-30 year old, thus represent the largest group of potential consumers. Recent overtures to this group include products by hard liquor producers such as Jack Daniels, Skyy Blue vodka, Stolichnya vodka and Sauza tequila, all of which offer flavored drinks appealing to entry level drinkers. The wine industry has also targeted entry level drinkers with products appealing to a younger palate such as fruit flavored wines under branded names such as Alice White, Abor Mist, Talus Cellars and Almaden Sangria. Ostensibly, one of the goals of these producers is to produce some brand loyalty which they hope will carry over to the main product line. This paper tests the hypothesis that appealing to consumers with entry level products will result in consumption of the main product line. The paper begins with a overview of wine consumption in the U.S. We then present a theoretical model of consumer behavior in which the consumption of entry level products leads to consumption of main product lines. We then test this model empirically using the consumption of wine coolers as a gateway to future wine consumption. The paper has important marketing ramifications. If wine coolers act as a gateway to wine consumption, then marketing efforts aimed at increasing wine cooler consumption will eventually lead to increased wine consumption. However, if the opposite is true and wine coolers act as a substitute for wine consumption, then marketing efforts aimed at increasing wine cooler consumption will decrease wine consumption. Using data on wine and wine cooler consumption for fifty states and the District of Columbia for the years 1980-2001, our results show that wine coolers do not act as a gateway to wine consumption.
Introduction
One of the biggest obstacles facing wine producers today is attracting entry level drinkers.
Recent overtures to this group include products by hard liquor producers such as Jack Daniels, Skyy Blue vodka, Stolichnya vodka and Sauza tequila, all of which offer flavored drinks appealing to entry level drinkers. The wine industry has also targeted entry level drinkers with products appealing to a younger palate such as fruit flavored wines under branded names such as Alice White, Abor Mist, Talus Cellars and Almaden Sangria. Much of this strategy is based on conventional wisdom in the wine industry that entry level products will lead to consumption of the main product line. For example, it is accepted as "common knowledge", that increased wine cooler consumption in the 1980's acted as a gateway to increased wine consumption in the 1990's. However, since the mid sixties, three trends are apparent from Figure 1 : the boom in wine consumption peaking in the mid 1980's; the fall in wine consumption, reaching a low in the early 1990's; the current boom which began in the mid 1990's.
The initial boom in table wine consumption of the 1970's, which culminated in the early 1980's, has been attributed to consumption by first generation baby boomers, those born between 1946-1955. 3 This age cohort, which reached the legal drinking age of 21 between 1967-1976, drove the boom of 1970's and continues to make up much of today's core wine drinkers.
The decline in wine consumption that occurred throughout the 1980's has been attributed to several factors. First, as the first generation baby boom age cohort grew older, reaching ages 35-44 in 1990, consumption of all alcohol leveled off. That is, although a relative preference for wine generally increases with age, total alcohol consumption including wine decreases with age.
Also, as second generation baby boomers and subsequent generations came of age, they consumed considerably less wine then their predecessors. This not only affected wine consumption throughout the 1980's but will also have a ripple effect for future wine consumption.
As noted above, the conventional wisdom in the wine industry is that wine consumption tends to increase with age. However, today's young consumers drink far less wine than older generations 3
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of wine consumers at the same stage in their drinking life. Thus, today's young wine consumers can be expected to consume less wine as they age than previous generations, especially that of the first generation baby boomers. The problem is thus one of changing preferences. In the 1960's and 1970's, there was a greater relative preference for wine among younger drinkers than exists today. Finally, the boom of the 1990's appears to be driven mostly by economic factors rather than a changing preference towards wine consumption. Specifically, rising incomes can explain much of the rise in per capita consumption throughout the 1990's. Furthermore, much of the increase in wine consumption that did occur throughout the 1990's was due to the fact that existing wine drinkers increased their consumption of wine rather than new consumers being introduced to wine consumption. Because the rise in consumption is not driven by the entry of new consumers, future wine consumption will be negatively affected. That is, as with the first generation of baby boomers, total alcohol consumption can be expected to decreases, including wine consumption.
One factor contributing to the relatively low consumption of wine in the U.S., is the perception that wine is a drink for older consumers. Figure 2 shows the percentages of total wine consumption for six age groups over the period 1987-1998. From Figure 2 , you can see, for
example, that in 1998 the age group 20-29 consumed less than 10% of total wine consumption.
For these consumers, in addition consuming a small percentage of wine, consumption has also been decreasing. Two main observation are evident from Figure 2 . First, U.S. wine consumption increases with age, confirming the idea that wine is perceived as a drink for older consumers. In 1998 nearly three fourths of total wine consumption in the U.S. was by those aged forty and older.
Second, not only do younger consumers (those of legal drinking age below 40) drink a relatively small proportion of total wine consumption, but wine consumption for this group has been decreasing. The second point is especially foreboding for the wine industry if an individual's preference for wine consumption is formed early in ones life.
To get a more complete picture of the alcoholic beverage preferences of U.S. consumers, Figure 3 shows wine, wine cooler, beer and spirits consumption by age group. Note that the scales have been adjusted for each age group so that the relative preferences can be more clearly identified. Figure 3 is quite telling in its description of U.S. wine consumption. Consider first those at the beginning of their legal drinking life, age 20-29. Relative preferences for this group are clear. Not only do they account for a relatively small amount of total wine consumption, but wine is the least favored alcoholic beverage for this age group. Wine coolers and beer are the alcoholic drink of choice for this age cohort followed by distilled spirits and wine.
For the 30-39 age group, again wine is one of the least favored alcoholic beverages. Wine Market Council.
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Similar to the younger age group, wine coolers and beer are the drinks of choice, followed by wine and spirits. For the age group 40-49 no clear preferences emerge. Not until the 50-59 age group does wine become the alcoholic beverage of choice, followed by spirits, beer and wine coolers. For the age group 60 and over, wine and spirits are clearly the alcoholic beverages of choice with consumption at approximately thirty percent of total for both wine and spirits.
Clearly the untapped market for wine producers is U.S. consumers between 21-40 years old. Not only do they consume the least amount of wine, this is also the fastest growing age group in the U.S. 
for all utility enhancing economic goods. This, however, assumes that preferences for the goods are stable and unchanging. In this paper we use a variant of the model of Stigler and Becker (1977) which allows current and future preferences to be affected by, among other things, current and past consumption. That is, although preferences are assumed stable, how those preferences are satisfied is shaped by life experiences. This is true for most goods including music, art, food and, for the purposes of this paper, wine. For example, the type of music you listen to is most assuredly affected by what type of music you are exposed during your formative years. Those exposed to classical music when young are probably more likely to listen to classical music when they get older and make their own consumption purchases. In addition, it can be argued that the more one listens to a certain type of music, the more appreciation for that music one gains. This is surely true of classical music, the example used by Stigler and Becker, but is no less true for other types of musical genres. The same analysis can be applied for most goods.
Consider U.S. wine consumption. As noted above, we know that consumption per capita 9 is much greater in European nations than in the U.S. Clearly the culture of wine consumption is different in the United States than in Europe. In Europe, individuals are exposed to wine consumption earlier and thus grow to appreciate wine more than their U.S. counterparts. There is definitely a demand for alcoholic beverages in the U.S.; it's just not being met by the consumption of wine. How that demand is satisfied is determined largely by the cultural institutions influencing U.S. consumers. Wine producers worldwide thus face a large untapped segment of potential wine consumers in the U.S.
The Stigler-Becker Reformulated Model of Consumption
To examine wine consumption in the U.S., consider the Stigler and Becker (1977) model of the form
where W t is not just wine consumption in period t but "wine connoisseurship" consumed and produced in period t.
X t is a vector consisting of all goods other than wine consumed and produced in period t. 
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The first partial states simply that the more wine you consume in earlier periods, the more you learn to appreciate wine, while the second states that the more wine related education you gain the more you will learn to appreciate wine.
To this point, the above model is a straightforward application of the Stigler and Becker (1977) model applied to wine consumption. What this paper proposes next is a to argue that current wine consumption not only depends on previous wine consumption but also on prior consumption of wine related products. This behavior would explain the introduction by hard liquor producers such as Jack Daniels, Skyy Blue vodka, Stolichnya vodka and Sauza tequila, of flavored drinks appealing to entry level drinkers. In a similar fashion, wine producers have also targeted entry level drinkers with products appealing to a younger palate with fruit flavored wines under such branded names as Alice White, Abor Mist, Talus Cellars and Almaden Sangria. One explanation for the introduction of these products is that the producers are trying to create brand loyalty among younger drinkers that will carry over to the main product lines as the target consumers age.
The Adapted Stigler-Becker Model
The model of Stigler and Becker (1977) is easily adapted to accommodate the effect of related products on the preferences for a main product. For example, if we assume that wine connoisseurship is not just a function of previous wine consumption but also of prior wine cooler consumption then we get, Note that this is not the definition of substitutes as used in standard economics theory which relates the consumption of one good to another in response to a price change. The period of interest in terms of the theoretical model however is wine consumption in the period following the increase in wine cooler consumption. That is, did the consumers of wine coolers during the spike in consumption develop a taste for wine and eventually switch to wine after the trend subsided? where the time subscripts t, t-j, and t-k represent the period and the subscript j represents the state. Using per capita consumption isolates any changes in wine consumption in each state due to changes in that states population while including state income separates out changes in a state's consumption due to income changes in that state. All variables except the time variable are measured in natural logarithms. Ordinary least squares regression produced the following results. Table 1 shows the summary statistics for the regression results. Despite the variation, The income elasticity of a good is defined as , where X i represents consumption MX i MI @ I X i of good i and I represents income. 7 Houthakker and Taylor (1970). The next variable of interest is income. The regression coefficient for income is positive and statistically significant at the five percent level, indicating a positive correlation between wine consumption and income. Since both per capita wine consumption and income are measured in natural logarithms, the ordinary least squared regression coefficient can be interpreted as an income elasticity.
Results
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In the economic literature, a good for which consumption rises with income is referred to as a normal good. A critical value for income elasticities is one, which separates relatively income insensitive normal goods from income sensitive luxury goods. The estimated income elasticity for wine of .825, indicates that for every one percent change in income, per capita wine consumption changes by just under one percent (.825%). This is similar to the estimated income elasticity of beer of .84 and much lower than the estimated income elasticity of spirits of 2.5.
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The income elasticity of wine indicates that the per capita consumption of wine is Consider next the effect of past wine consumption on current wine consumption. Per The results of this study show that the wine cooler boom of the late eighties did not lead to increased consumption of table wine. The implication for today's wine and spirits producers mentioned earlier is that the efforts aimed at attracting entry level drinkers with related products will not necessarily lead to increased consumption of the core products in the future. The results are, however, consistent with the strategy of expanding product lines as a means of increasing market share. That is, although wine coolers extract some consumers from the wine market, the total market share of a firm producing wine and wine coolers may expand beyond that from just producing wine. 
